FINANCE AND EFFICIENCY

DECISION SCHEDULE

PLEASE NOTE VENUE

PORTFOLIO -
— Sy
1-'

HARTLEPOOL

BOROUGH COUMCIL

Monday 23™ July 2007

a 10am

in the Blue Room, Avondale Centre, Dyke House Sch ool

(Raby Road entrance)

Councillor Payne, Cabinet Member responsiblefor Finance and Efficiency w il
consider the follow ng items.

1. KEY DECISIONS

None

2. OTHERITEMS REQUIRING DECISION

21

22

23

24

25

2.6

2.7

2.8

Counter Benefit Fraud Report 2006/07 — Chief Financial Officer
Finandal Inclusion Developments — Chief Fnancial Officer

Benefits CPA submission 2007 and the resultsof the BenefitsBVPI survey
2006/07 — Chief Financial Officer

Propetty Performance Management 2006/07 — Head of Procurement and
Property Senices

Procurement Update and Actions— Head of Procurement and Property
Services

Energy Management Consumption and Cod — Head of Procurement and
Property Senices

Regional Collaborative Procurement Programme — Head of Procurement and
Property Senices

Proposed Sale of Leicester Grove Garage Forecourt — Head of Procurement
and Property Services

3. REPORTS FROM OVERVIEW OF SCRUTINY FORUMS

None
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FINANCE AND EFFICIENCY PORTFOLIO
Reportto Portfolio Holder

23rd July 2007

tl:"“L.Emel
Report of: Chief Financial Officer
Subject: COUNTER BENEFIT FRAUD REPORT 2006/7
SUMMARY

1. PURPOSE OF REPORT

1.1 The purpose of the report is to provide accountability to the portfolio holder on
the performance and effeciveness of the Council's arangements for
discharging its benefit counter fraud res ponsibilities.

2.  SUMMARY OF CONTENTS

2.1. The report provides details of the Council’s benefits fraud responsibilties, the
framework of contras and operational activities that the Council deploys and

evidence of the levels of counter fraud activity and outcomes including formal
sanctions that the Council has achieved.

3. RELEVANCETOPORTFOLIO MEMBER

3.1 Thereport provides accountability from a performance management
perspective totherelevant portfolio holder.

4. TYPE OF DECISION

4.1. Non Key decision.

5. DECISIONMAKING ROUTE

5.1 Finance and Eficiency Portfolio Holder only.

6. DECISION REQUIRED

Note the report.
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Report of: Chief Financial Officer

Subject: COUNTER BENEFIT FRAUD REPORT 2006/7

1.

1.1

2.1

2.2

2.3

PURP OSE OF REPORT

The purpose of the report is to provide accountability to the portfolio holder on
the performance and effectiveness of the Councils arrangements for
discharging its benefit counter fraud responsibilities.

BACKGROUND

The Council annually processes and pays about £40m of housing and council
tax benefit on behalf of the Department for Work and Pensions (DWP). Inherent
n this administrative responsibility is a requirement to operate effective
administrative procedures and verification arrangements to minimise the risk of
fraud and error entering the system.

In addition, the Council has a responsibility to ensure that as part of its Internal
Security framew ork it has in place a series of controls to ensure that any risk of
nternal fraud is minimised. In this regard, the Council ensures compliancew ith
DWP National Performance Standards and the operation of effective control
and security over:

IT systems
pay ment and accounting mechanis ms
recrutment

post opening

This report focuses on the Council’s Counter Benefit Fraud arrangements ie.
the procedures and processes for dealing with the detection and investigation
of fraud and demonstrates the action taken against identfied fraud.

3. COUNT ER BENEFIT FRAUD ARRANGEMENTS

3.1

3.11

Fraud Referrals

The Council recognises the importance of effective arrangements for ensuring
claim processing staff only refer appropriate poatential fraud cases for
investigation to minimise the risk of any waste of scarce investigation
resources. Efective referral arrangements also serve to give an indication of
types of fraud that are becoming prevalent in the area and reaffirm the
Council’s reputation for rigour in claims processing.
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3.12

3.13

3.2

3.21.

3.22.

3.23.

The Council ensures effective arangements by undertaking ongoing referral
fraud awareness ftraining of its processing staff and officers of Housing
Hartlepool; providing comprehensive feedback to the officer referrer w hen a
fraud is proven and by providing regular general feedback to processing staff
on the activities and success of fraud investigations activity.

The Council also appreciates the importance of encouraging referrals from all
possible sources by providing a Benefit Fraud Hatline Telephone Service and
a Fraud Referral Form onthe Council’'s w eb site to allow the public or staff to
report suspicions. An answ er phone service is available outside of the w orking
hours and the Council actively promotes this number.

Interventions Activity

The DWP operates arrangements with local authorities to find fraud and error
in live claims by the use of data matching and risk analysis. Every month a
detailed breakdow n of the Council's benefit cases are passed to the DWP’s
Hous ng Benefit Matching Service who match the Council’s records with ather
DWP records to ensure the information the Council holds (and on which
benefit is paid) is correct. Any mis-matches or differences in the data are
identified and reported back to the Councilfor investigation.

In addition, the Council receives monthly from the HBMS a list of high risk
cases from which a sample will receive an Interventions Review by the
Council. This review takes the form of either a formal interventions visit to the
claimant or a postal review w here the claimant is required to provide details of
ther currentfinancial / home circumstances.

The DWP defines a target level of Interventions activity that the Council must
undertake annually. The Council's performance for 2006/7 exceeded the
Standards set by the DWP and is detailed in the table below:

Interventions Activity Performance against DWP Targets 2006/7

Performance Standards DWP Target | HBC Actual
2006/7 206/7

Number of Interventions Viits and follow up 2,060 2,408

activity

Number of Interventions Postal Review s and 4,120 4,179

folow up activity

Total 6,180 6,587

3.2.4. Interventions activity 5 designed to identify fraud and eror in live benefit

claims that are in payment. The table below summarises the outcomes of
Interventions Activity on benefit entitlementin 2006/7.
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Interventions Activity Results 2006/7

Interventions Activity Visits and Postal Reviews Number %
resulting in

Benefit entitlement remaining unchanged 4712 71
Benefit entitlement reducing 1162 18
Benefit entitlement increasing 713 11
Total 6587 100

3.3 Quality Faud Investigations

3.3.1. With limited resources the Council’s arangements are concerned with
ensuring that investigations are focussed to make best use of resources and
to ensure that each case is thoroughly investigated and proper consideration
given to recommending closure or a sanction. The Council’s arrangements
comply with a number of good practices as defined by the DV P by:

» operating a Code of Conduct for investigators

» evaluating all referrals received using a scoring matrix to determine w hether
afull investigation is appropriate (see Appendix A)

 ensuring all Courcil Benefit Investigation staff have atained the
Professionalism in Security (PINS) qualification

» tracking all fraud referrals and progress on them by individual investigator

o ensuring all Investigation Staff are trained in effective interview ing
techniques and on standards of evidence required for the application of
formal sanctions

e ensuring interviews are carried out under caution in accordance with the
Police and Criminal Evidence Act when the investigator has grounds to
suspect that a person has committed an offence

* ensuring al investigation staff have been formally legally authorised to
obtain relevant information from external organisations

3.4 Joint Working with DWP Investigation Staff

3.4.1. The Courcil embraces closer w arking with the DWP on investigations activity.
A Service Level Agreement is in place (subject to quarterly review) w hich
defines each organisation’s responsibilites and assstance commitments

FIN&EFFICIENCYPORTFOUO - 07.07.23 - CFO- 2.1 COUNTER BENEFIT FRAUD REPORT 2006-7
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w hen investigating fraud cases. These coordinaton arrangements maximise
the applicaton of available scarce investigation resources and assist in

ensuring consistency in investigation standards and the sharing of good
practice.

3.4.2. In 2006/7 atotal of 56 cases have been the subject of joint w orking betw een
the Council and the DWP. Whilst 25 of these cases are still being
investigated, 6 cases have resulted in the imposition of sanctions namely 3
cautions and 1 administrative penalty and 2 successful prosecutions and 4
ongoing prosec ution cases.
4  SANCTIONS ACTIVITY
4.1 In cases of fraudulent activity, the overpayment of benefit that has occurred s
repayable by the claimant. In addition, the Council must determine in
accordance with its Prosecution and Sanctions Framew ork what action s
appropriate. This framew ork provides consistency for decision making and the
options available include:
» aformal caution (v hich s subsequently recorded onthe DWP databas€)
* an administratve penalty which is 30% of the value of the overpayment and
5 payable in addtion to the overpay ment

* prosecution

4.2. The level of sanctions achieved in 2006/7 marks a substantial improvement
over the previous year reflecting the impact of training and development of
nvestigation staff, more robust case referral evaluation arrangements and from
the inputs from employing a contractor for a number of months.

Sanctions Achieved 2006/7 and 2005/6
2006/7 2005/6

Number of Cautions 60 31

Number of Administrative Penalties 25 6

Number of Rosecutions 3 6

Total 88 43

5 RECOMM ENDA TION

5.1. The pottfolio holder isrequested to note the Council’s arrangements and performance

in 2006/7 on Counter Benefit Fraud activity.
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Bl
FINANCE AND EFFICIENCY PORTFOLIO -
23rd July 2007
y et
e

Report of: Chief Financial Officer
Subject: Financial Inclusion D evelopm ents
SUMMARY

1. PURPOSE OF REPORT

1.1 The purpose of the reportis to inform the portfolio holder on the development
of financial inclusion arrangements within the Borough.

2. SUMMARY OF CONTENTS

2.1 The report provides details of the Financial Inclusion Partnership, the strategy
of developing access to secure banking facilities for those that are
disadvantaged and how such arangements will become strategically

important for bath the Council and Housing Hartlepool with the advent of the
Local Housing Allow ance Scheme.

3. RELEVANCE TO PORTFOLIO MEMBER

3.1 Finmancial Inclusion arrangements, including the Council's Revenues and
Benefits Anti Poverty strategy and measures to minimise hardship are
relevant to Finance and Eficiency portfolio holder.

4 TYPE OF DECISION

4.1 Non Key decision.

5. DECISION MAKING ROUTE

5.1 Finance and Efficiency Portfolio Holder only.

6 DECISION REQUIRED

Note the report.
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Report of: Chief Financial Officer

Subject: Financial Inclusion D evelopm ents

1.1

2.1

2.2

2.3

2.4

PURPOSE OF REPORT

The purpose of the report is to inform the portfolio holder on the development
of financial inclusion arrangements w ithin the Borough.

BACKGROUND

The Financial Inclusion Partnership was established follow ng the Money
Matters Conference organised by Hartlepod Qredit Union and Hartlepool New
Deal for Communities (NDC) in 2005 as a direct response to resident, public,
private and voluntary sector concerns about financial and social exclusion in
Hartlepool. Since that time the Partnership has beenw orking hard to raise the
profile of financial inclusion issues. The Partnership comprises a number of
organisations and agencies including Housing Hartlepool, the NDC and
Hartlepool BC.

The Partnership is committed to supporting people to be more financially
literate, to ensure there are effective arrangements for providing advice and
guidanceto those in need, to education at al levels and to the development of
effective banking arrangements through the Credit Union.

Over-indebtedness has a significant impact on individuals, their families and
the wider community. Furthermore, those that are disadvantaged often
struggle to access affordable lines of creditthat are available to more affluent
individuals, w hich compounds their problems of managing on limted
resources. In practice this can oftenresult in the disadvantaged taking credit
through expensive routes eg. high cost retail providers, doorstep lenders and
illegal loan sharks. The high rates of interest typically attached to such credit
adds to the financial chalenges faced by the disadvantaged. Unfortunately,
these loans are often taken out to pay for the most basic necessities such as
school uniforms, fumiture and w hite goods.

Those that are financially disadvantaged often face problems in establishing
bank accounts and in avoiding incurring banking charges. This is significant
as the operation of a bank account from w hich direct debit payments can be
made can mean that the individual can then usually access discounts on the
cost of a range of important services including electricity, gas, w ater, phones
etc. Also w ithout direct debit, it is harder to manage your finances and easier
to fall into arrears. Furthermore, the lack of a bank account can impact on the
ability to findw ork as most employers pay wages directly into an account.
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2.5

2.6.

3.1

3.2

3.3

The government have recognised financial inclusion ssues and have setup a
Financial Inclusion Fund of £126m to help peoplew ho are financialy excluded
w hichw il run until April 2008 and is being co-ordinated by the Department for
Woark and Pensions. The national Financial Inclusion programme has 3 key
themes:

Funding the cost of extra money advisors across the UK to improve the
financial capability of financially excluded people

The development of Money Advice outreach projects in local communties
The Growth Fund (E42m) to increase the availabilty of affordable loans to
those that cannot normally borrov from banks and other high street lenders.
This affordable loan service is being delivered by credit unions and
community development finance institutions in deprived areas throughout
England, Scotland and W ales.

Early results suggest the Financial Inclusion Fund is having a positive impact,
how ever future national funding will be dependent on the outcome of the
government’s 2007 comprehens i e spending review .

In Hartlepool, the Credit Union has been successful in bidding for Grow th
Fund monies w hich have enabled the union to increase the volume and value
of loans that can be made. However, under the current administration
arrangements, the Credit Union is utilising softw are for account management
which is limited in its functionaity and the range of services that can be
provided is restricted.

FUTURE DEVELOPMENTS / CHALLENGES

In April 2008, the Council w il be responsble for implementing local housing
allow ance for housing benefit, covering tenants in the private rented sector.
The scheme will only apply to those benefit claimants when they move
property or have a break in their claim. One of the elements of local housing
allow ance is that payment of benefi will normally be to the claimant and not
the landlord. This change is in line w ith the government desire to extend the
principle of tenant responsibiity. This initiative requires the benefit recipient to
have access to a bank account into w hich housing benefit can be paid.
Unfortunately, it can be difficut for the disadvantaged to establish bank
accounts and one option available is for the Council to pay local housing
allow ance to the Credit Union who will then establish secure accounts for the
benefit claimant and fromw hich hills including housing rent can be pai.

The government have previously expressed a desire to extend the principles
of personal tenant responsibility to the social rented sector, which would
impact on registered socia landlords including Housing Hartlepool w ho would
no longer receive benefit pay ments directly from the Council

The Co-operative Bank are the Council's bankers and the Bank has for a
number of years recognised the importance of w orking with the Association of
British Credit Unions in identifying alternative affordable credit options for
those on low incomes. The Council and Hartlepool Credit Union have been

FIN&EFFICIENCYPORTFOUO - 07.07.23 - CFO- 2.2 FINANCIAL INCLUSION DEVELOPMENT

3 HARTLEPOO LBOROUGH COUNCIL



Finance and Efficiency Portfolio— 23rd July 2007 2.2

3.4

3.5

4.1

engaging w th the Co-operative Bank who are “committed to the sustainable
improvement of communtiies in line with co-operative values and principles”
on a possible solution that would enable the Qedt Union to develop the
range of services it provides but w hich will also provide a vehicle to assist the
Council and Housing Hartlepool (as a key stakeholder) on the arrangements
for the future pay ment of local housing allow ance.

The Co-operative Bank have developed an arrangement w hereby they will
licence the use of banking software to Cedt Unions for account
management. The arrangement allow s members of the Credit Union to have
a debit card linked to their account that can be used in shops and to withdraw
money from cash machines. Additionally, account holders will be able to set
up standing orders and direct debits. Whilst the accountw ould be run, ow ned
and promoted by the Hartlepool Credi Union, behind the scenes specialist
services and technical administration is carried out by the Co-operative Bank.

Full details of the cost implications of the Co-operatve Bank licence
arrangement are to be confirmed but it is probable that key stakeholders will
be approached regarding a financia contribution to reflect the value to the
stakeholder and the w ider community.

RECOM M ENDATION

The Portfolio Holder is requested to note the initiatves to develop financial
inclusions withinthe borough.
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FINANCE AND EFFICIENCY PORTFOLIO

23rd July 2007

W

Ea

TLEPOHOL

Report of: Chief Financial Officer

Subject: Benefits CP A submission 2007 and the results of the
Benefits BVPI survey 2006/7

SUMMARY

1. PURPOSE OF REPORT

1.1 The purpose of the report s to inform the Portfolio Holder of the results of the
recent submission to the Benefit Fraud Inspectorate (BFI) in relation to the
Benefits Service for the purposes of CPA and the results of the most recent
Benefits BVPIsurvey.

2.  SUMMARY OF CONTENTS

2.1. Thereport provides details of the Council's performance in relation to national
DWP standards on Benefits and the results of the most recent submission and
surveys undertaken n 2006/7.

3. RELEVANCETOPORTFOLIO MEMBER

3.1 Thereport provides accountability for the delvery of benefit services w hich are
within the remit of therelevant portfolio hoder.

4. TYPE OF DECISION

4.1. Non Key decision.

5. DECISIONMAKING ROUTE

5.1 Finance and Eficiency Portfolio Holder only.

6. DECISION REQUIRED

Note the report.
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Report of: Chief Financial Officer

Subject: Benefits CP A submission 2007 and the results of the
Benefits BVPI survwey 2006/7

1. PURPOSE OF REPORT

1.1 The purpose of the report is 10 provide accountability to the portfolio holder on
the performance and effectveness of the Council’'s Benefits Service, n

particular in relation to the CPA —Benefits submission and the results of the
BVPI Benefits satisfaction survey in 2006/7.

2. BACKGROUND TOBVPI SURVEY

2.1 The BVPI 80 survey is carried out every three years by all local authorities
which administer benefits. The purpose of the survey is to collate data on
customer satisfaction levels by gaining feedback from residents on all aspects
of the Benefits Service. This will help to assess the quality of the service and
highlight any areas where improvement s requred. Questionnares are sent to
a random sample of customers who have made a claim for Housing and / or
Council Tax Beneft. The questionnaires are issued in August 2006 and
January 2007. The survey covers 2 wihndows, June/July 2006 and
November/December 2006. It covers aspects such as 'Getting in touch’,
Visiting the office, 'Benefits staff’,'Speed of the service'

2.2. Below is a table which shows the results of this years survey and compares
those results w th the lastsurvey w hich took place in 2004.

BV Satisfaction Total % “Very “ Total % “Very © % change on
With o “fairly” or “fairly” previous survey
satisfied satisfied
2007 2004
80A Contact withthe | 8% 80% + 5%
office
80B Servicein the 83% 80% + 3%
office
80C Telephone 83% 75% + 8%
service
80D Staff inthe 8% 80% + 6%
office
80E Forms 68% 70% - 2%
80F Speed of 8% 65% +13%
service
80G Overall 8% 75% + 9%
satisfaction
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The table show s that there has been animprovement in customer satisfaction
in all areas other than the application form. By necessity, the range of
information that needs to be collected to enable a benefit claim to be
assessed is significant. In order to help alleviate this problem the Benefits
Team has introduced mobile w orking where an experienced member of staff
wil viit the customer in their ov n home and complete an electronic claim
formwiththe claimant.

3. CPA SUBMISSION

3.1

3.2

3.21.

Performance Standards s core Excellent

Audit Comm ission score 4

Background

All English single tier authorities w il undergo a Comprehensive Performance
Assessment update review in 2007. As part of this process the Benefit Fraud
Inspectorate assesses the Housing Benefit and Council Tax Benefit services
provided by these councik against the HB/CTB performance standards. The
assessment is based on afull years performance data. For CPA 2007 this i
thefinancialyear 2006/7.

The BFI will base their assessment on:
o A review of the self —assessment pro-forma and supporting evidence
provided by the Council
o Consderation of the Councils Best Value Performance Indicators and
other performance measures

Overal Performance

The self assessment pro-forma which has been completed indicates that the
Council met 10 of the 12 performance measures w here the Department for
Work and Pensions has set a standard and 64 of the 65 enablers. This s
expectedto produce the score show n below.
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3.22. The following table compares the indcative scores for the individual
Performanc e Standards theme scores for 2007 w ith the results for 2006.

Performance Standards theme scores

Theme 2006 2007 Change
Claims administration 4 4 =
Security 4 4 =
Wser focus 2 3 1
Resource management 4 4 =
Overallscore 4 4 =

This indicates that perfoomance levels have been sustained and
improvements in user focus delivered.

3.2.3. Claims Administration

The table below shows the Authority’s performance in relation to claims
administration

Claims administration performance measures 2006/07

Performance measure | Standard | Qr 1 Qr 2 Qtr 3 | Qtr4 |Full year

PM 1: Average time
for processing new 30 days 25 23 28 27 26 days
claims

PM 2: New clams
outstanding over 50 9% 6%
days

PM 3: New clams
decided within 14
days of receiving all
inform ation

90% 94%

PM 4: Rent allowance
clalm_s_pald ontime 90% 96.5%
or within 7 days of a
decision being made
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PM 5: Average time
for processing
changes of
circumstances

9 days 10 8 1 4 7 days

PM 6: Cases for

w hich the calculation 99% 100 99 100 o8 9%
of the am ount of

benefit due is correct

The Benefits Team are above standard on all of the performance measures
relating toclaims administration. In additionto this the Authority has continued
to exceed its targets inrelation to reducing fraud and error and has secured
88 sanctions including 3 successful pras ecutions during 2006/7.

4 RECOMM ENDATION

4.1. The portfolio holder is requested to note the Councils arrangements and
performance in 2006/7 inrelation to the CPA submission and BVPI survey.
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FINANCE AND EFFICIENCY PORTFOLIO .y
Report To Portfolio Holder v
23rd July 2007 S
Report of: Head of Procurement and Property Services
Subject: PROPERTY PERFORMANCE MANAGEMENT
2006/07
SUMMARY
1.0 PURPOSE OF REPORT

2.0

3.0

4.0

5.0

6.0

To inform upon performance outcomes of the Council's land and
property assets in respect the Corporate Property (COPROP)
Performance Management Initiative Property Performance Indicators.

SUMMARY OF CONTENTS

Summary analysis of the National and Local Performance Indicators for
2006/07.

RELEVANCE TO PORTFOLIO MEMBER

Asset Management is key to the effective use of Counci’s property
resources

TYPE OF DECISION

Non Key Decision

DECISION MAKING ROUTE

Finance and Efficiency Portfolio Holder
DECISION(S) REQUIRED

That the Portfolio Holder notes the progress made to date on property
performance and the development of the COPROP Performance
Management Intiative Property Performance Indicators.

Fin&Efficie ncyPortfolio - 07.07.23 - HPPS - 24 Property P erfor manc e Manag e me nt 2006-07
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2.4

Report of: Head of Procurement and Property Services

Subject: PROPERTY PERFORMANCE MANAGEMENT

2006/07

1.

1.1

2.1

2.2

2.3

2.4

2.5

PURPOSE OF REPORT

To inform upon performance outcomes of the Council’s land and property
assets in respect the COPROP Performance Management Initiatve
Property Performance Indicators.

PROPERTY PERFORM ANCE INDICATORS

The Asset Management programme for 07/08 approved at the 8 June
2007 meeing referred to Performance Measures and referenced the use
of the National Property Performance initative (NaPPMI) Property
Performance Indicators that are being utilised.

The National Property Performance Management Initiative (NaPPMI) has
been developed over the last twoyears to provide asuite of national and
local indicators to measurethe performance of local authority assets.
This initiative w as endors ed by the Office of the Deputy Prime Minister
(ODPM) and is now supported by the Department for Communities and
Local Government (DCLG).

The intiative enables effective benchmarking betw een authorities
through the Institute of Public Finance (IPF) Asset Management Netw ork.

Hartlepool Borough Council has actively embraced this intiative in the
past and w e propose that the new performance indicators are measured
from2007/08 andw here appropriate measuredfor 2006/07. There are
some indicators w here there is currertly insufficient data available.

The seven property performance indicators are:

« PMI 1A,B,C,D Natonal Indicator - Condition and Required
Maintenance

« PM 2A,BC National Indicator - Environmental Property Issues
- PMI3A&B Local Indicator - Suitability Surveys

 PM 4ABC,D Local Indicator - Building Accessibility Surveys

« PM5A&B Local Indicator - Sufficiency

- PMG6A,B Local Indicator - Spend

« PM 7A,BC,D LocalIndicator - Time and Cost Predictability

Fin&Efficienc yPortfdio - 07.07.23 - HPPS- 24 PropertyP erfor manc e Manage ment 200 6-07
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2.6

2.7

2.8

3.1

3.2

4.1

4.2

4.3

The Council's property performance against all indictors for 06/07 is
detailed in Appendix 1.

In addition there are local performance measures included n annual
departmental and service plans w hich are monitored and reported on a

quarterly basis.

Energy performance in terms of consumption andcost is also measured
on a regular basis andthere is a detailed report elsew here on the

agenda.

FINANCIAL IMPLICATIONS

In order to optimise the utilisation of assets in terms of service benefits,
accessibility and financial retum adequate, accurate and up to date
Financial and Asset Management data is required combinedw itha set of
Property Performance Indicators capable of National and Local
comparison against other Authorities.

The Council’s disposal strategy has continued with £744,968 in capital
receipts being generated to support the capital programme.

CONCL USIONS

It s important that the Counci makes best use of its assets, w hilst at the
same time ensuring that an appropriate level of service is made
available to all.

Consideration shoud be given to the cost implications of continually
incurring cost on assets that are performing poorly and give rise to
liabilities due to them not being maintained or kept in a safe condition.
Woark on the Council's future accommodation strategy and the shape of
the authority w il be linked with condition and suitability of the current

portfolio.

In order tocomply with the National Property Performance intiative
Property Performance Indicators it is essential to have a comprehensive
and detailed system of asset management in place. This is to enable
informed and strategic decisions to be taken in linew ith the priorities in
the Asset Management Plan and all the other Council key plans and
strategies. Data is currently collected from a number of sources. There
is a need for the Corporate Asset Management Group to w ork more
closely together to get more consistent and accurate information
available upon the property portfolio to developthe performance
indicators.
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5. RECOMM ENDATIONS

5.1 That the Portfolio Holder notes the progress made to date on property
performance and the devebpment of the COPROP Performance

Management Initiative Property Performance Indicators.
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2.4

APPENDIX 1
Indicator | Description Performance
06/07
PMI1.1A,B,C,D : Condition and Required
Maintenance
(National Indicator)
Objectives
To measure the condition of the assetfor its
current use
To measure changes in condition
To measure the annual spend on required
maintenance
PM 1A % GIA in condition categories A-D Category
Percentage
A 1
B 56
c 43
D 0
PM 1B Required maintenance by cost expressed as:
) atotal cost in priorty level 1-3
Corporate
P1 £40,000
P2 £2,500,000
i) as a % in priority level 1-3 PE £2,200,000
Education
P1 £0
P2 £6,000,000
~ P3 £5,800,000
i) overall cost per square metre GIA
£71
PM 1C Annual percentage change to totalrequired Corporate -35%
maintenance over previous year Education -6%
PMI 1D ) total spend on maintenance in previous y ear
I) total spend on maintenance per square metre | £4M estimated
GIA
i) Percentage split of total spend on £17 estimated
maintenance betw een planned andresponsive
maintenance 37% Reactive
63% Planned
PMI12 A,B,C : Environmental Property Issues
(National Indicator)
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2.4

APPENDIX 1
Objective
To encourage efficient use of assets over time
and year-onyear improvements in energy
efficiency.
PM 2A Energy CostsConsumption (gas, electricity, ail, solid
fuel) by property category in £ spend perm2 GIA and
by volume m3 per m2 GIA
Schools
Crematoriun and Cemeteries | gpeng £ KWh
Community Buildings 0.44 212.92
, Depot | 31.86 1047.59
Education Non Schools | g gg 241.07
Info Centres | 1 g4 248.75
Libraries 27.87 257.64
Museums & Art Galleries | - i8 92.85
Administration Buidings | 14 73 245 71
Parks Buidings | 14.43 260.68
Public Toilets 10.56 186.40
Day Centres 31.50 835.30
SpOI"[S/POOB 36.29 99.76
8.97 219.80
18.85 518.67
PM 2B Water CostsConsumption — By property categoty in
£ spend perm2 GIA and by volume m3 per m2 GIA
Schools
Crematorium and Cemeteries
Community Buildings Slpggd £ Vdg (rsnf
. Depot |5 09 2.32
Education Non Schools 0.89 0.30
Info Centres ' ’
Libraries igz ggg
Museums & Art Galleries 1.60 1'11
Administration Buildings : "
Parks Buidings i;é 8?1
Public Toilets 1'07 0'31
Day Centres 2'00 1.38
Sports/Pook 28.82 24.17
1.68 0.73
2.30 1.40
PMI 2C CO2 Emissions by property category in tonnes of
carbon dioxide perm2 GIA
Schools
Crematorium and Cemeteries | 30.95
Community Buildings | 200.28
Depat | 46.69
EducationNon Schools | 4822
Info Centres | 112.28
Libraries | 1950
Museums &Art Galleries | 48.49
Administration Buildings 5191
Parks Buildings 3722
Public Toilets | 160.62
Day Centres | 2095
Spots/Pools | 4258
9951

PMI13 A and B : Suitability Surveys

(Local Indicator)
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2.4

APPENDIX 1

Objective

To encourage Local Authority’s to carry out
Suitability Surveys enable identification of how
assets support and contribute to the
effectiveness of frontline service delivery i.e. are
they fit for purpose.

PM 3A

% of Portfolio by GIA sq m for which a Suitability
Survey has been undertaken in the last five
years

85.19%

PM 3B

Number of properties, for w hich a Suitability
Survey has been undertaken in the last five
years

91

PMI14 A,B,C,D- Building Accessible Surveys

(Local Indicator)

Objective
To monitor progress in providing access to
buildings for people with disabilities.

PM 4 A

% of the portfoliofor which an Access Audit has
been undertaken by acompetent person

100% of
properties
opentothe
public

PM 4B

Number of properties, for w hich an Access Audit
has been undertaken by a competent person

54 properties
of buildings
opentothe
public

PM 4C

% of portfolio by GIA sg. m for w hich there is an
Accessibility Planin place

100% of
properties
opentothe
public

PM 4D

Number of properties forw hich there s an
Accessibility Planin place

A

PML5 A & B — Sufficiency (Capacity and
Utilisation) - Office Portfolio

(Local Indicator)

Objective

To measure the capacity and utilisation of the
office portfolio. There is an implicit assumption
thatservices should be delivered in the
minimum amount of space as space is costly to
ov nand use. For a similarreason an authority
should occupy a minimum of administrative
accommodation.
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2.4
APPENDIX 1

PMI 5 Al

a) Operationa office property as a percentage
of the total portfoio

and

b) office space per head of population

al calculations of space based on GIA

74%

0.37m sq
(88,000 pop)

PMI 5 A2

Office space asa percentage of total floor spacein
operational office buildingsusing NOSto NIA

8%

PMI 5 A3

a) The number of office oroperational buildings
shared with other public agendes.

b) The percentage of office or operational buildings
shared with public agencies.

12

2%

PMI 5 Bl

Ave rage office floor space pernumber of staff in
office based team s(NIA per FTE)

13.55msq

PMI 5 B2

Average floor space per workstation (not FTE)

6 msq

PMI 5 B3

Annual property cost per workstation (hot FTE)

Ins ufficient
data available

Purpose

* To identify the intensity of use of space.

» To assist to identify and minimise assets
which are surplus or notin use.

+ To minimise costs of assets (or avoidance of
costs from ac quiring more space) through
ntensification of use.

+ To measure the level of usage.

PML6 A B, : SPEND

OBJECTIVES

To measure the overall property costs and
changes over time.

Could be used as a trend indicator w ithin
authority and as a comparator with other similar
authorities

PMI 6 A

PMI 6B

Gross Property Costs of the operational estate as
a % of the Gross Revenue Budget

Gross Property Costs per m2 GIA by CIPFA
Categories/ Types
Schools
Crematorium and Cemeteries
Community Buildings
Depat

N N N N
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2.4
APPENDIX 1

Education Non Schools
Info Centres

Libraries

Museums & Art Galleries
Administration Buildings
Parks Buildings

Public Toilets

Day Centres
Sports/Pools

)
)

) Insufficient
data available

N N e N

Purpose

* Torelate the total cost of operating property
assets to the revenue budget

e To build up profiles over time

* Through the background information
collected itw il assist in highlighting buildings
that are expensive to run

» The process requires considerable back up

information, some of w hich willcome from
the other indicators inthis suite

PMI17-A,B,C&D
Time and Cost
Prdicability

Local Indicator

Objective

To measure time and cost predictability pre- and
post-contract. To identify variability through the
design and construction phases of the progect,
with the added flexibility of optional “local’
ndicators to start the measures at an earlier
stage

PMI7A

Time Predictability, Design : The percentage of
projects w here the actual time betw een Co mmit
to Design and Commit to Construct is w ithin, or
not more than 5% above, the time predicted at
Commit to Design.

Ins ufficient
data available

PMI 7B

Time Predictability, PostContract : The
percentage of projects w here the actual time
betw een Committo Construct and Available for
Use is within, or not more than 5% above, the
time predicted at Commit to Construct.

5%

PMI7C

Cost Predictahility, Design : The percentage of
projects w here the actua cost at Committo
Construct s within +- 5% of the cost predicted
at Committo Design.

33%
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PMI 7D Cost Predictahility, Post-Contract : The 69%
percentage of projects w here the actual cost at

Available for Use is within +/- 5% of the cost
predicted at Commit to Construct.

Fin&Efficienc yPortfdio - 07.07.23 - HPPS- 24 PropertyP erfor manc e Manage ment 200 6-07
10 HARTLEPOO L BOROUGH COUNCIL



Finance and Efficiency Portfolio— 23rd July 2007 25

FINANCE AND EFFICIENCY PORTFOLIO
Report To Portfolio Holder

234 July 2007

(R |

Report of: Head of Procurement & Property Services
Subject: PROCUREMENT UPDATE AND ACTIONS
SUMMARY

1.0 PURPOSE OF REPORT

2.0

3.0

4.0

5.0

5.0

To provide the Portfolio Holder of procurement developments and
activities.

SUMMARY OF CONTENTS

The report outlines some of the key developments and activiies that
are currently taking place.

RELEVANCE TO PORTFOLIO MEMBER
Portfolio Holder is the procurement champion.
TYPE OF DECISION

Non key decision

DECISION MAKING ROUTE

Portfolio Holder only

DECISION(S) REQUIRED

That the Portfolio Holder notes the progressto date
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Report of: Head of Procurement and Property Services

Subject: PROCUREMENT UPDATE AND DEVELOPMENTS

1.0

11

2.0

2.1

2.2

PURPOSE OF REPORT

To provide the Portfolio Holder of procurement developments and
activities.

PROCUREMENT AND THE LOCAL ECONOMY

islat :

Procurement is one of the areas of Public Sector activity that is
governed by European Union(EU) as wellas UK law. There has been
specific legislation ntroduce by the EU andthe UK relating to
procurement, but additionally ‘Public Sector Procurement’ is also
subject to the Principles of the EU established in the various EU
Treaties. These include ‘The free movement of Goods, Services and
People within the European Community’, w hich in regard to
procurement means that all ‘Public Sector Procurement’ must be:
. Subject to equal / fair treatment — allw how ant to bid or tender
for contracts must be treatedthe same,
. Non discriminatory — can’tspecify that providers or the subject
of contract be from UK, England, the North East or Hartlepool,
. Transparent — every step of the procurement process must be
out in the open.

The result of this isthat in Public Sector Procurementthe definition of
‘Local’ mustinclude all EU Member States. Subsequently, Local
Authorities cannot usether ow ndefinition of local, w hichw ould usually
be ‘within the boundaries of the Council.

These ‘Principles’ mean that not only aren’t Local Authorities allow ed to
target local providers of goods, works or services, they alsoresult in
Local Authorities being unableto target:

. Small Businesses / Providers,

. Voduntary & Community Sector providers,

. Branded Goods and

. Other specific items that the Private Sector is allow edto specify
/ target.
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2.3

2.4

Community Strategy Objectives

Ouwr Co mmunity Strategy contains objectives to promote and support
the local economy andw e should do this through our procurement
processes w here possible. There can sometimes clearly be a conflict

w ih legislation. In Hartlepool Borough Council the objectives set in the

Hartlepool Community Strategy result in the Council’s Procurement

Strategy containingthe Key Strategic Procurement Objective of:

To use the Council’s buying power to support local regeneration and

economic development and drive innovation in the design, construction

and delivery of service, whilst adopting best practice in complying with
diversity, equality and human rights legislaton.

This includes the following s ub-objectives of:

. To support the growth and development of local small and
medium sized enterprises (SMEs) through the Council’s
proc urement activity

. To support the growth and development of local vountary and
community organisations in order to build their capacity to win
and retain Council procurement contracts.

Actions Taken in Procurement to promote /support the Local Economy

The EU Principles and Legslation (EU Rules) do restrict and limit the
actions availableto the Council withregard to procurement, butso long
asthey are carried outw ithin the EU Rules, the Council canstill make
positive steps tow ard it's objectives. Such actions to date include:

Publication of Procurement Guidance Pages on the Courcil’s Website,

including:

- The Selling to Hartlepool Borough Council guide,

- The Council’s Contract Register - list of current and forthcoming
contracts w ith HBC, including contact details for the officer
responsible for each contract,

- Advertisements for contr acts,

- How to apply to jointhe Selected Tenderers List.

Attendance by officers from the Procurement Unitto give guidance on

“Doing Business w ith the Council’:

- At‘Meet the buyer events’'run by NE Business Link, Tees Valley
Business Link and Hartlepool Business Forum/HBC. A similar
eventis to be organised in the next 2 — 3 months.

- Atthe Hartlepod branch and Regional group meetings of the
Federation of Small businesses.

- Atmeetings w ith and events organised by with Owton Fens
Community Association, Hartlepool Voluntary Development
Association, Tees Valley Voluntary & Community Sector Forum and
Tees Valley Social Enterprise Partners hip.

- Attraining events held by the North East Social Enterprise
Partnership andthe North East Centre o Excelence /V oluntary
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2.6

Organisations’ Netw ork North East re the perceived need forthe
3rd Sector “To Trade or Not to Trade’.

Review of and amendments to the Contract Procedure Rules withinthe

Council’s Constitution including:

- Increasing the financial limits for tenders (w here 3 quotations only
are required) thereforereducing the requirements on small
suppliers to complete more complicated tender documents.
Additionally, as there is norequirement to publsh public notices /
advertise for quotations, this level of contract can be directed more
easily towards local providers.

- Inthe age of e-government, continuing to publsh public notices /
advertise contracting opportunities in the local press as well as
adopting electronic methods, therefore widening the opportunities
forlocal businesses to be aw are of contracting opportunities. Some
Councils now use electronic methods only.

- Aspart of the current review , (not yet passed to Me mbers for
approval), inclusion of the Council’s ow nw ebsite as one of the
methods of electronic advertising of contract opportunities, again
w dening the opportunties for local businesses to be aw are of
contracting opportunities. And including as a second method of
electronic advertising of contracting opportunities, the use of the
‘Supplier Route to Government Portal’ — Supply 2.gov.uk, w hich
advises suppliers of contracting opportunities, free of charge in ther
ow n locality. Both of these methods are already being promoted in
the ‘Officers guide to Procurement’ and the “Selling to HBC Guide”
for suppliers and contractors.

Promoting withinthe ‘Offices Guide to Procurement’ methods of
procurementw hich cansupport / promote the local economy, including:
- The use of Community Benefit clauses in contracts.

- Usingthe Council’s Target Training and Recruitment Charter to
include training and employ ment (of previously long term
unemployed) requirements in contracts.

- Local advertising of contract opportunities as described above.

- Making contracts accessible to Small Businesses & the 39 Sector
(whichwill usually include local providers).

Sustainable Procurement Strategy

The National Sustainable Procurement Action Plan (currently the
subject of consutation betv een Local Authorities & Central
Govemment, defines sustainable procurement as:

“...a process whereby organisations meet their need for goods,
services, works and utilities in a way that achieves value for money on
a whale life basis in terms of generating benefits not onlyto the
organisation, but also to society and the economy, whilst minimising
damage to the environmert.”
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2.7

2.8

2.9

2.10

2.11

3.1

3.2

The points raised and actions taken to date (described above) with
regardto the local economy, have highlighted the importance of having
such a strategy w hich embeds, as much as is possible withinthe lawv ,
benefits to the local economy.

It is therefore proposed that the Corporate Procurement Unit should
prepare a draft Sustainable Procurement Strategy, w hich links the
sustainability objectives of the Community Strategy with the Council’s
Procurement Strategy and the Council’s w sh to support the local
economy, duringthe second half of the current financial year. And that
this strategy is brought before the Portfolio holder for approval a a
future meeting.

Local Multipier Effect (LIM3)

The Council has beenw orkingw ith the North East Centre of
Excellence (NECE) project to identify the vaue of spend in the local
economy. Interest has also beenshow nbythe Acute Health Trust,
Hartlepool PCT and Housing Hartlepool in assessing the effect their
procurement has onthe local economy.

Areport is being preparedto the Hartlepool Partnership Board to
update the Partnership onw ork that is underw ay n Hartlepool to
assess how public agencies can use their purchasing pow er to
promote local economic grow th w hilst w orking w ithin the confines of
procurement regulations.

An eventto nclude the partners, procurement and regeneration
officers and the Portfolio Holder and the May or is being arranged to
explore benefits in collaboration and understanding the value of local
suppliers.

PROCUREMENT GUIDA NCE

The Officers Guideto Procurement s being continually updated and is
held on the Intranetto allov easy access to all officers involved in
procurement. Its purpose s to enable aconsistent corporate approach
to achieve efficiencies and best practice. As part of this continual
update process, new sections asw el as amendments to keep the
guidance up to datew ith best practice havetaken place. These
updates have beencommunicated to all officers of the Council involved
in procurement by including articles in "Management Matters - the
monthly publicationthat highlights important information that managers
in the council need to be aw are of”, and by providing updates to,
monthly meetings of, the Corporate Procurement Group.

New sections included in the guidance since the last Procurement
update report to Portfolio Holder include:
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. Community Benefits —to provide guidance on the use of the
procurement process to achieve community benefits.

. Selection of Providers —to provide guidance on the processes
involved in “the selection of those providers capable of meeting
the Specification’.

. Evaluation of Solutions (Tenders) — to provide guidance on the
processes carried out “to determine whic h solution best satisfies
the Specification’.

. Contract Aw ard —to provide guidance on the process of
“awardingthe contractto the provider whose solution best
sdtisfies the Specification”.

3.3 Additionally amendments have been madeto various sections of the
guidance on subjects as such as but not limited to:

. Sustainability

. Scocial & Environmental Issues

. Specffications

. Collaborative Procurement

. Conflicts of Interest

. Negotiating

. Equalty & Diversity Issues

. Making Contract accessible to SMEs &the £rd Sector
. Advertising Contract Opportunities

. e-Procurement

. Developing the Business case & Procurement Strategy
. Crime & Disorder Act.

4.0 REVIEW OF THE PROCURBM ENT FUNCTION

4.1  Areview of the function is currently being undertaken to focus on both
strategic and operational procurement issues.

4.2 The strategic function wil need to implement strategies and policies
across the Council deliver reductions in drect and ransactional cost,
develop e procurement and make links withthe sustainability agenda.

4.3 The operational function wil focus on spend analysis supplier
engagement and contract management.

5.0 RECOMMENDATIONS

5.1 That the Portfolio Holder notes the progress to date
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SR
FINANCE AND EFFICIENCY PORTFOLIO :
Report to Portfolio Holder f-‘ﬁ

23 July 2007 ~—

HAETLEMDDL

Report of: Head of Procurement and Property Services

Subject: ENERGY MANAGEMENT

CONSUMPTION AND COST

SUMMARY

1.0

2.0

3.0

4.0

5.0

6.0
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PURP OSE OF REPORT
To inform of the overalltrend in energy consumption and costs.
SUMMARY OF CONTENTS

Deals with energy consumption at Council property and w ith anticipated
future energy cost increases.

RELEVANCE TOPORTFOLIO MEMBER

Good asset management and use of resources with the objectve of
minimising energy use andsoreducing the effects of climate change.

TYPE OF DECISION

Non key
DECISSONMAKING ROUTE
Portfolio Holder only
DECISION(S) REQUIRED

Position o be noted and a futher Report be forthcoming when more
information is available regarding energy costs for 2008/09.
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Report of: Head of Procurement and Property Servces

Subject: ENERGY MANAGEMENT

CONSUMPTION AND COST

1.1

2.1

2.2
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PURPOSE OF REPORT

To provide information upon energy consumption n property and on the
likely effect on future costs.

BACKGROUND

In the last year the Council’s tota energy consumption performance in
comparisonw iththe previous years w as as folows:-

CONSUMPTIONS| GAS (kW h) ELECTRICITY (Wh) | WATER (cu M)
01 02 43,878,845 10,330,014 207,743
02 03 42,998,606 11,338518 194,606
03 04 41,528,261 11,639,238 171,205
04 05 39,524,718 11,165,907 175,987
05 06 43,902,270 12,147,829 174,351
06 07 40,011,875 12,401,415 177,228
07 08 Target 39,478,383 12,401,415 175,000

Year on year variances in consumption occur due to seasonal factors,
individual site usage and the acquisition and/or disposal of property in a
particular year but inrecentyears the consumption has generally shown a
dow nw ard trend, electricity is the exception with a continuous grow th in
consumption. 2005 06 w as a particularly long cod winter season and it is
hoped that with co operation the dov nward trend can be continued and the
growth in electricity usage arrested. This can only be done as a result of
the on going work being done on improving the energy efficiency of the
Courcil’s buildings and on savings made due to the raising of energy
aw areness of al staff. The consumption figures tabulted above can be
seenin graphical formw ith trend indications in Appendix A.

Hartlepool Borough Council ran an Energy Aw areness Week in November
2006 in partnership with the Energy Savings Trust. During this week a
'‘Sw itch it off' campaign was delivered to encourage the switching off of
unused electrical equipment, and a number of activities were undertaken
including the recruitment of Energy Champions to support and encourage
staff w ithin ther offices and to spread the 'Switch It Off' message, all staff
received a 'Home Energy Survey' through payroll, every Council computer
ran a 'Switch it off' screensaver for a week and practical energy advice
drop-in centres and Climate Change workshops were held at various
locations.
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2.3

2.4

2.5

2.6

2.7

2.8

2.9
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The campaign received considerable positive feedback and over 230
me mbers of staff filed in the Home Energy Survey forms.

Subsequently a pilot project has commenced on Bryan Hanson House, the
aim being to monitor the impact of the display of the 'Switch It Off' screen
saver. Monitoring equipment has been put into place to determine w hether
there is a quantifiable reduction in energy consumption as a result of this
aw areness raising activity. Results will be reported to a future Portfolio
meeting.

Energy saving initiatives includes the following: -

Energy Saving Week — a week long initiative to raise Energy

Aw areness of Councilstaff a home and inthe w orkplace.

e “Swichit off “poster aw areness campaign in loca authority buildings.

* Climate Change workshops in the Civic Centre, Bryan Hanson House
and the Municipal Buidings.

* Energy Savings Trust held “drop in centres” in various locations to raise

staff aw areness.

The energy market has fallen back and the large cost increases are hoped
to be athing of the past. The factors which caused the recent surge in
prices are still present and still cause uncertainty. The advent of Norw egan
Gas supplies has largely stahilised the market.

A twn pronged approach is being taken to mitigate rising costs involving
cost effectve procurement combined with endeavouring to reduce
consumption, these alleviate additional costs and meet environmental
obligations at the same time.

Hartlepool Borough Counci is part of the North Eastern Purchasing
Organisation (NEPO) w hich includes representatives of the vast majority of
Local Authorities in the Northern Region (from North Yorkshre up to and

including Northumberland), which gives the NEPO tremendous purchasing
pow er on tenders and achieves a discount on fuels in theregion on 25%.

By monioring the markets NEPO can minimise exposure to the risks of
buying in a highly volatile commodity market - using its purchasing pow er
and flexible purchase arrangements to ensure the fuels are bought at the
most advantageous time and price.

The graphs in Appendix B show s the savings achieved over the current
Energy Contracts for the period of 2003 — to date.

Gas — Itw as widely thought during budget discussions that price increases
would slov dow n during the coming year with an increase of 6% likely. The
majority of our gas supplies have been purchased for the period April
2007/08 at areduced cost of approx 18% on the previous year this reflects
the softening of the market and the new purchasing methods. A Graph
showing gas costs is attached in Appendix C.
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2.10

2.1

2.12

2.13

2.14

2.15

3.1
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Electricity — Like Gas the majority of our supplies have been secured for
2007/ 08 w ith similar effects as for gas. Half Hourly monitored sites (i.e. our
larger sites 12No) costs have fallen by 18% from last year but the fixed
price contract negotiated in 2003 for the Non Half Hourly (remainder of our
portfaio) supplies has ended in April, this has had the impact of increasing
costs by 28-30% depending on cost profile. This is considerably less than
the figures discussed during the cost projection discussions within the
group, itw as thought that Half Hourly supplies would rise by 6% w ith Non
Half Hourly increasing by up to 100% to re align after the end of the 4 year
fixed price contract. A Graph showing electricity costs is attached in
Appendix D.

Agreement for the flexible purchase of electricity and gas has now been
agreed (albeit with a new gas supplier — Centrica [British Gas]) and is fully
running.

Water - This resource is charged inw hat amounts to three elements.

 Watersupply — Hartlepool Water Company
*» Sewage disposal — Northumbrian Water (H.W.C. as agent)
» Surface water disposal — Northumbrian Water (H.W.C. as agent)

Water Supply - charges have been set for theyear 2007 — 08 an increase of
approximately 6%.

Seawv age Disposal- charges have been set for the year 2007 — 08 an
increase of approximately 6%.

Surface Water Disposal — up to 2006 this charge has been assessed on
rateable value charges, the new system utilises the calculation of surface
area of the drained area of the site set against a banded table of costs. This
is being phased in over 3 years, this system produces an adverse effect on
the council as the majority of the properties in our portfolio utilise large car
parks/play yards and / or are single storey (e.g. Schools). The main
beneficiaries in this system being large, small footprint buildings, the Civic
Centre being one. The impact of these changes is illustrated in the Graph in
Appendix E

FINANCIAL IMPLICATIONS

The energy market is currently quite stable and it is hoped that the market
willremain sow ith prices static for the near future. This whole scenario could

be upset by any one of a number of factors terrorism and Middle East unrest
being the major factors.

HARTLEPOOL BOROUGH COUNCIL



Financ e and Efficiency Portfolio— 23rd July 2007

3.2

3.3

3.4

2.6
In summary:-

* Gas- 18% cost decrease from 2006/07.
» Electricity - overall a slight increase in cost due to the expiry of the
4 year fixed price contract for our Non Half Hourly supplies.

» Water — a 12% cost increase (the increase will be similar if not
more over the coming years due to Suface Water Disposal
charges.

Energy reports for indivdual properties, including projected budgetary
requirements, are compiled in the September/Cctober timeframe by the
Energy Manager and will include the best estimates available at the time.
These sent to all Service Managers and the Chief Fnancial Officer advised of

the situation.

The cost of fuels are tabulated below with fuel cost adjustments to existing
consumption for 2007 08. The initial budget set in January was expected to
show only a slowing of price increases to 10% and notthe sudden fall of 18%
now obtained.

COSTS

GAS ELECTRICITY NHH ELECTRICITY HH WATER TOTAL

0102

533,190.52

298,863.62

258,20181

280,014.84

1,370,270.79

0203

527,022.84

321,507.58

279,09300

243,438.44

1,371,061.86

0304

506,395.39

331,205.18

311,19800

231,300.49

1,380,099.06

04 05

518,884.60

288,769.68

297,57800

253,501.79

1,358,734.07

0506

643,587.84

293,020.86

446,024 56

290,377.89

1673,011.15

06 07

1,040,804.86

319,105.04

628,62556

334,322.30

2,322,857.76

07 08 Target

£
£
£
£
£
£
£

932,276.69

th|th|th|th|th|th]|th

414,277.46

th|th|th|th|th|th]|th

515,47296

thth|th|th|th|th]|th

377,495.64

thith|th|th|th|th]|th

2,239,522.75

3.5

3.6

3.7

Sources within the Gas & Electricity industry anticipate the costs to remain
fairy static with just basic inflation rises of say 5-6% for 2008 09. These

figures could be upset by many factors adready pointed out but will give some
indication of industry expectations.

The Council’s future energy policy needs to consider how we can adopt an
inv est-to-sav e strategy in providing energy efficiency schemes. This will be
essential as part of our Climate Change Action Plan. It may be possibleto
use the patential savings against predicted energy rises for this purpose. An
energy policy is being produced and will be subject in afuturereport

Processes as w el as procurement are being review ed and there have been
improvements identified, particularly in invoicing and billing. Electronic billing
is being pursued as is direct debits with Hariepool W ater Co mpany.

GAS ELECTRICITY NHH ELECTRICITY HH WATER TOTAL

08 09
Projection

£ 988,21329 £ 439,134.11 £ 546,401 34 £ 400,14538 £2,373,894.12
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4, RECOMM ENDATIONS

4.1 The position be noted and that further reports be forthcoming when frm
information is available on energy cost increases for the forthcoming year.

Fin&Efficienc yPortfdio - 07.07.23 - HPPS- 26 Energy Management Consunption & Cost
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CONSUMPTION

2.6

APPENDIX A

Consumption over the last seven years shows that wo of the main fuel
consumption levels arefalling appreciably.

45,000,000

44,000,000

41,000,000

40,000,000

39,000,000

01 02

02 03

03 04

04 05

05 06

06 07

07 08
Target

——GAS

43,878,845

42,998,606

41,528,261

39,524,718

43,902,270

40,011,875

39,500,000

13,000, 000

12,500,000 1

12,000,000 1

<

=

X

11,500,000 1

11,000,000 1

10,500,000 1

10,000, 000

0102

0203

0304

04 05

05 06

06 07

07 08
Target

—— BLECTRICITY

10,330,014

11,338,518

11,639,238

11,165,907

12,147,829

12,401,415

12,400,000
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WATER CONSUMPT ION

220,000

210,000 1
200,000 1

190,000 1
=

=}
©]

180,000 1

170,000 1

160,000 1

150,000

0102

0203

03 04

04 05

05 06

06 07

07 08 Target

—4— WATER

207,743

194, 606

171,205

175,987

174,351

177,228

175,000
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SAVINGS ON NEPO CONTRACT APPENDIX B

The savings made during the course of the Nepo Contract are show n below in the
formof a graph showing Gas and Electricity savings and the savings resulting in the
Non Half Hourly fixed price contract.

NEPO CONTRACT SAVINGS - GAS & ELECTRICITY

£600,000.00

£50000000 I/ —r —nok — ——— - -

£40000000 f—rr —rMk —o —— —— — — el —

£30000000 |nr —0m —  — s —, — —,k - —_

£20000000 /—— — —no —— —— ——

£100,000.00 _—

£
02 03 0304 0405 05 06 0607 0708

|! SAVINGS £112,762.34 £11487986 £11052323 £261 364 28 £513,481.15 £186,202.7 1

The above graph shows the savings achieved on NEPO contract 2003 — 2007
benchmarked against the best alternative single Authority rate offered.
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SAVINGS ON NHH ELECTRICITY CONTRACT

£400,000.00

£350,00000 ——-no — — — —— — —4— — — — 4 — — (—  (— — — — — —
£300,00000 — — o —  — -
£25000000 mm — — — — — — — — — — — R —
£200,00000 —m— — — — — — — — — — — — R —
£150,00000 —— — — — — — —— —— ——
£100,00000 —— — — — — — —— —— ——

£50,00000 [— —on —o — — —

£- - -

0203 03 04

0607 07 08

|! SAVING £32,150.76 £33,120.52 £28,87697 £152,403.04 £346,538.11 £41427.75

The previous graph illustrates the savings affected purely on the Non Half
Hourly fixed price contract through NEPO. As the graph suggests the
contract expired in April 2007 and the extent of the savings are unlikely tobe
repeated, although the NEPO arrangements stil provide savings against
benchmarked costs.
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2.6

GAS APPENDIX C

The Current prices for Gas have been fixed for 12 months commencing 1°'
April 2007 as follow s:

Large Sites (over 25,000 therms/annum) £0.02026 / kWh
Small Sites (2,500-25,000 therms/annum) £0.02211/ kWh
Tiny Sites (under 2,500 therms/annum) £0.02388/ kwWh

The above is an average of approx 18% reduction in cost from last years
costs, the costs are assessed on purchased tranches of the 10 available and
a realistic figure s used for budgetary purposes. This figure will be compare d
w ith the final purchase figures and a reconciliation of the account takes plac e
at the end of the financial year. The system is very similar to the 4 tranch
system used in the pastw ithout the fuel purchase restrictions.

Further complications were the appontment of a new supplier as Eon wished
to increasethe administration charges w hichw as in breach of the contractfor
the mutua extension of the contract. Centrica have now taken over the
contract.

The graph illustrates the pricing history of the gas contract to date.

GAS PRICES
£0.028

£0.026
£0.024
£0.022
£0.020
£0.018
£0.016
£0.014
£0.012

£0.010

2002/03

2003/04

2004/05

2005/06

2006/07

2007/08

—&— LARGE SITES m ore than 25000
therms

£0.01083

£0.01083

£0.01139

£0.01510

£0.02364

£0.02026

—ll— SMALL SITES more than 2500
and less than 25000 therms

£0.01172

£0.01172

£0.01277

£0.01627

£0.02482

£0.02211

—&— TINYSITES les s than 2500
therms

£0.01409

£0.01409

£0.01510

£0.01850

£0.02705

£0.02388
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Electricity: APPENDIX D

Haf Hourly supplies averaged over the whoe portfolio have reduced by
some 18% based on unit costs but the transmission costs have risen
considerably this year.

The unit cost of Half Hourly supplies for 2006 07 £0.02885
2007 08 £007259

The assessment of the Non Half Hourly supplies is much more complex due
to the expiry of the fixed price contract from April 2003, the cost graph of the
contract is shown belov show s the effect of the fixed price contract as
opposed to the Haf Hourly supplies and the costs we would have faced
without the fixed cost protection. This is based on the averaged cost of the
fuels to allow comparison.

NEPO is currently a member of o organisations that provide market
intelligence, as fdlows:

» The MEUC - Major Energy Users Council, w hich consists of major industry
and commerce companies as wel as public sector organisations.

* LAGUR - Local Authority and Government Utilities Resource, which is a
group set up to share information and expertise within the local authoriies of
England and Wales.

In addiion CIPS Energy Committee Briefings are received on a regular basis.
NEPO also subscribe to The Heren Index, w hich provides a daily update of
market prices in the gas industry. We recewve Innpow er reports daily, w hich
provide market prices in the electricity industry.
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ELECTRICITY PRICES

£0.110

£0.100 1

£0.090 {

£0.080 {

£0.070 {

£0.060 {

£0.050 1

£0040 20020 2003/04 2004/05 2006/06 2006/07 2007/08

—— NHH NEPO £0.05964 £0.06085 £0.06895 £0.05833 £0.06020 £0.07700
. HH £0.04700 £0.06093 £0.04668 £0.06451 £0.08853 £.07259
< NHH NONNEPO £0.05964 £0.06349 £0.06924 £0.07707 £.10109 £.08470

= 3= = HH NONNEPO £0.05180 £0.06602 £0.06135 £0.07097 £.09738 £.07985

The dashed line marked NHH Non NEPO is the rate expected for a single
local authority as opposed to the line marked NHH NEPO. This is to quantify
the advantage the fixed price contract achieved over the 2003 07 period.
The third line is the Half Hourly costs and show s the estimated Non NEPO
costs are not inflated or over estimated.

The flexible purchase of electricity has now been agreed by the Group
(NEPO), this entails the purchase of fuel in up to 10 tranches per annum
through the supply companies appointed broker at the Energy Exchange.
This is a huge improvement on the previous arrangements where only 4
tranches were permitted. The broker obtains a price for energy, w hich s sent
electronically to NEPO, and a team of officers from the Consortium either
accept or reject the proposas. The average cost of the fuel will be an
ongoing development throughout the year but still has significant advantages.
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WATER COST
£0.0025
£0.0020
£0.0015
£0.0010
£0.0005
£
0304 0405 05 06 0607 0708
Iﬂ WATER COST £0.0014 3 £0.00152 £0.00165 £0.00189 £0.00213

Water has for a number of years been show ing a considerable reduction in
consumption, this fall has now levelled off at approximately 20% down on
2000 — 01 levels.

The pricing of water has gone through a number of changes over the last
three years; this w as explained in section 2.15. The effects of the revisions
are clear to see with an accelerated increase in prices. The major partin this
increase is the new area charge replacing the Rateable Value charge, the
structure favours high density develogpment w ithout drained car parks or play
areas.
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FINANCE AND EFFICIENCY PORTFOLIO
Report To Portfolio Holder v
234 July 2007 =
Report of: Head of Procurement and Property Services
Subject: REGIONAL COLLABORATIVE

PROCUREMENT PROGRAMME

SUMMARY

1.0

2.0

3.0

4.0

5.0

6.0

PURPOSE OF REPORT

The purpose of thisreport is to inform the Portfolio Holder of w ork that
is being undertaken by the North East Centre of Excellence (NECE)
that is likely to impact upon the Councilin the future.

SUMMARY OF CONTENTS

Background to potential for collaborating in the sourcing of a variety of
goods and services.

RELEVANCE TO PORTFOLIO MEMBER
Portfolio is Procurement Champion

TYPE OF DECISION

Non key

DECISION MAKING ROUTE

Portfolio Holder

DECISION(S) REQUIRED

Portfolio Holder is asked to nate thereport and agree to receive
updates as appropriate

Fin&Efficie ncyPortfolio - 07.07.23 - HPPS - Regional Collaborative Procurement Programme
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Report of: Head of Procurement and Property Services

Subject: REGIONAL COLLABORATVE PROCUREMENT

PROGRAMME

1.

1.1

2.1

2.2

2.3

2.4

2.5

PURPOSE OF REPORT

The purpose of this report is to inform the Portfoio Holder of work that is
being undertaken by the North East Centre of Excellence (NECE) that is
likely to impact uponthe Council inthe future.

BACKGROUND

The NECE haverecently enabled all authorities in theregonto
undertake a comprehensive spend analysis in order to identify within
each authority, whois procuring, what is being procured, fromwhom and
w hen the procurement activity is taking place.

The spend analysis has highlighted that there are large areas of spend
that require formal contracting arrangements to be put in place, and this
workw ll require considerable resources across theregion.

In 2006/7 NECE commissioned a major study of procurement spend to
support the development of a regional collaborative contract programme
fortheregon and to examine the opportunities of sub regional
collaboration. The study examined:

» Potential savings

» Barriers to collaboration

* Resource requirements

» Tactica use of e-Auctions and other sourcing techniques

« Recommendations for successfulcollaboration

The study analysed data from 23 local authorities and identified £1.5
billion third party annual spend across 434 categories w itha potential
annualsaving opportunity of up to £94 million (although thesefigures
have not beenconfirmed and are speculative at this stage.

Thereport concluded that w hilst procurement collaboration in the North
East has a goodtrack record, the current contracting landscape overallis
fragmented and uncoordinated. It has evolved in an unplanned manner
over time without a broader strategic vision.
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3.1

3.2

3.3

3.4

3.5

CONSIDERATIONS

There are opportunities to deliver efficiencies, achieve strategic
outcomes, reduce duplication of effort and better utilise procurement
capacty within the region throughthe harnessing of spend and
optimisation of activity into a collaborative strategic approach aligned
with Regional Partners.

A programme is therefore being developed to establish afive-year
strategic collaborative category management programme to harness 3"
party expenditure of goods, w orks and services and to optimise
procurement actwvity.

Whilstthere are still discussions going on betw een Officers and NECE
regardingthe accuracy of the projected savings identified by the
consukants engaged by NECE, the programme aspires to:

» Deliver a better deal for council services by understanding, the
annualspend on bought in goods, w orks and services

» Deliver efficiency savings

» Drive the adoption of e-procurement by the supply marketin
order to realise the back office process efficiencies from the
investment made in e-procurement

» Deliver consistently high calibre, value for money contracts to
everyone

» Optimise procurement activities into acollaborative,
performance managementframew ork, removing duplication
andreducing resource requirements by as much as 40% for
non lead authorities

* Shape procurement requirements into a strategic forw ard plan
to maximise the opportunity to stimulate the regional economy,
supporting regeneration, delivery of broader policies, drive
innovation and market shaping

» Mitigate the risks of CSRO7 w hilst stimulating innovation

NECE have developed a Collaborative Procurement Concordat (attac hed
as Appendix 1). The purpose of the concordat is to establish a
voluntary, clear andtransparent framew ork to govern the interaction to
further shared objectives, overcome dentified barriers and maximise the
value of the outcomes fromthe programme.

The actual impact uponthe Council of any Regional Collaborative
Programme is not known at this stage, how ever in order to maximise the
utilisation of expertise and capacity of officers based in other authorities
within the region the current contract procedure rules may have to be
review ed to enable other authorities to organise contracts on behalf of
the Council.
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3.6 The Courcil will also need to take a view on entry into any specific
collaborative contracts in relation to the local economy both in Hartlepool
and the Tees Valley. It may be appropriate to include loca options w ithin
larger contracts w hich would meet Hartlepod’s objectives.

4. RECOMM ENDATIONS

4.1 Portfolio Holder is asked to note the report and agree to receive updates
as appropriate
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Appendix 1

Centres of
Excellence

Regional
Collaboration
- Procurement
Concordat
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2.7
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Framing the Challenge

1.1 Context

The regional collaborative contract programme has been established as a key
priority to hamess collective buying power and optimise resources to maximise
effciency gans, reduce the risks to delivery and assist local authorities to use
their collective resources to optimise the envronmental, socia and economic
impact of ther procurement decisions in line w ith community strategies.

The development of micro and macro baselines during 2006-07 has
confirmed the magnitude of the opportunity to harness spend and
optim ise activity.

The macro baseline development undertakings by EThree with the
support of the NE local authorities identified the total North East Local
Authority annual third party expendlture as £1.351 billion across 434
categories. The potential opportunity identified for saving of up to £90
million per annum dependlng 3%\Qt contract commitment, changing
m arket conditions, availabl ternal resource and project complexity.

to examine the opp
efficiency gains.

Although the amount of wmdo ble for authority managing a
collaborative project, non-lead collabor ' a 40% reduction
in time spent on the Tender exefei it overall reduction in

resource utilisation. Therefore
through collaboration

source ca e

However from the development ofé ines and th@gh ‘sg%ultation
w ith Loca Authorities the following pot Wers/hafe been identified
to collaboration that may pose a thr to the deployment of the
collaborative programme.

» Lack of resource (personnel as well as financial)
» Lack of Leadership

* Lack of synergy

» Differing priorities

» Political barriers

» Contract alignment

These barriers must be overcome in order to fulfil the collaborative
agenda and deliver on savings and efficiency targets.
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1.2  Purpose o the Regional Collaborative Procurement Concordat

To deliver a regional collaborative procurement programme to maximise the
benefits of purchasing power and harness economies of scale requres a
strategic approach and attitude.

Collaboration betw een loca authorities on procurement can bring advantages to
those collaborating in terms of cost efficiency and attractiveness of schemes to
the market, however cdlaboration should not be undertaken lightly and careful
consideration should be given to the additional complexiies that will inevitably
arise by joining up withanather authority(s) to procure.

The purpose of concordat is to establish a wvoluntary, clear and
transparent framework to govern their interaction to further shared
objectives, overcome challenges and m aximise the value of the outcomes
from the programme.

The Concordat will demonstrate the _desre and commitment of Local Authorities
organisations in the North East work together, using procurement and their
collective resources, to m ise efficiency gaJns reduce the rls ks to delivery,
maximise the environ
decisions, in line
w ell-being of thé com

\
The Concordat will

e General Aims an;:i/mzi(
* Scope of Cooperation & olla

«  Commitment & Expectation
« Cornfidentiality and Exc
» Communication and Cons ﬂon

*« Review of relations /

The Concordat is not intended to consfitate a | Iy e for ontr act
or to create any rights or obllgatlons\\Mql\e y enforceabl It is

intended to be bindinginhonour only.
\/
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The Regional Collaborative Procurement Concordat

To achieve aregional collaborative procurement programme to maximise
the benefits of purchasing power and harness economies of scae
requires astrategic approach and attitude.

Aims of Regional Procurement Collaboration.

In compliance to the framew ork of Legislation and embodying National
Strategies and policies and those of individual authorities, we will;

strive to work collectively seeking to maximise the benefits of purchasing
pow er and harness economies of scale adopting a once only approach thus
avoiding dupication;

take a long term view of regional procuement and will strive towards
alignment of contracts to maximise buying pow er to further the development
of collaborative arrangements;

encourage and enablew ide articib tion of local authorities n procurements
by reducing barri iCipation;

seek to minimise duplicati
and c o-ordinati i
work tow ards the d

r?eu/gh impraved communication, planning
co

iSe the \r?ymies of effort;
of aregionat’ contract register to support the

work towards the “develop ' collaboratve contract
programme optimisin arnessing procurement
activities;
promote and enable access tothe ben
contracts to the many and notres}*\'\cting

Sto be let by opening
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Principles Governing Procurement Collaboration:

Reciprocity: At the heart of successful collaborations there needs to be
direct benefit to participating stakeholders. These reciprocal rew ards w hile
not necessarily the same, will benefit each partner;

Leadership: Successful collaborations require leadership. All participating
authorities must recognise the role of the lead authority. Participating
authorities in the procurement process w ill w ork under the direction of the
lead authority and will work at the pace of the lead authority. The lead
authority will bear the management administration of the project and will
endeavour to accommodate requests of the participating authorities early in
the planning stage;

Commitment: The lead authority must be assured by participants of their
commitment to the project life cycle at the earliest point, determned by the
lead authority, and commitment must be maintained through the life of the
project

Representation: Successful collaboratons bring all the relevant
Stakeholders to the table to launch and implement the collaboration. This
requires thinking broadl to identify potentialregional participants

Delivery: To determine the appropriate lead authority and organisation
required for the successful procurement, the collaboration will seek to
optimise available expertise and capacity;

Skills and Human Development: Whatever the product of procurement
collaboration, it should resuit n the empowerment of those involved,
supporting the transformation of their authority and build new individual and
organisation capacity;

Belief in Collaboration: Those involved must believe that more can be
achieved by working together than w orking alone and bring this perspective
to the dialogue;

Transparency: There must be an open and honest expression and process
to ensure ongoing review and evaluation;

Acknow ledgement of Contributions: A willingness to acknowledge
contributions and share credit is the goal;

Continual Consultation: New relatonships demand investment of time,
energy and goodw ilt

Sharing: Sharing of resources, knowledge, expertise, information and
data for the benefits of all participating authorities.
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FINANCE AND EFFICIENCY PORTFOLIO
Report 'Ir'g) Portfolio Holder v
23" July 2007 S
Report of: Head of Procurement and Property Services
Subject: PROPQOSED SALE OF LEICESTER GROVE

GARAGE FORECOURT

SUMMARY

1.0 PURPOSE OF REPORT

To obtain Portfolio Holder approva to the proposed sale of land to
facilitate asocial housing development.

2.0 SUMMARY OF CONTENTS
The report contains an outline o the proposal, detailing the scheme,
and highlighting the financial implications and social benefits for the
Council.

3.0 RBELEVANCE TO PORTFOLIO MEMBER

Portfolio Holder has responsibility for the Council's land and property
assets.

4.0 TYPEOF DECISION
Non Key
5.0 DECISION MAKING ROUTE
Portfolio Holder only
6.0 DECISION(S) REQUIRED
i) That Portfolio Holder grants approva to the proposed transfer of

the land for social housing subject to one of the options
proposed.
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Report of: Head of Procurement and Property Services

Subject: PROPOSED SALE OF LEICESTER GROVE

GARAGE FORECOURT

1.1

2.1

2.2

2.3

2.4

2.5

PURPOSE OF REPORT

To obtain Portfolio Holder approva to the proposed sale of land to
facilitate a social housing development.

BACKGROUND

The Council have recently been approached by Housing Hartlepool,
who in turn have been invited by the Housing Corporation to enter a
‘mini biddinground for funding to develop social housing.

Housing Hartlepod have iderntified a potential site that would closely

link withthe regenerationw ork that they are currently proposingto
undertake in partnership with the Council in the ‘BelleVue’ area

A need has been identified within this area for the provision of 2
bungalow s w hichwi ill provide accessible accommodation to specific
needs groups. The Council would have 100% nomination rights to
these bungalows.

Housing Hartlepool have identified that their Leicester Grove garage
site off Oxford Street would be appropriate for this use. As their
enquries have progressed priorto a planning application being
submitted they have noticed that although the garages themselvesw ere
transferred to Housing Hartlepool uponstock transfer, the forecourts to
these garages were nat transferred.

Housing Hartlepool have therefore approac hed the Council to ascertain
w hether the Councilw ould be willing to transfer its freehold interest to the
Council. The land that they w ould require for the proposed development
is show n attached to this plan at Appendix 1. tis proposedthatthe
Council land to the northw estof the proposed sitew ould be developed
to provide a better car parking facility. At this stage it is anticpated that
Housing Hartlepool would carry out the worktothis car parking under a
licence agreement.
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3.1

4.1

FINANCIAL IMPLICATIONS

The financial implications can be found attached at the confidential
Appendix 2. This item contains exempt information under
Schedule 12A of the Local Government Act 1972, (as am ended by
the Local Government (Access to Information)(Variation) Order
2006) namely, Information relating to the financia or business
affairs of any particular person (including the authority holding that
information).

RECOMM ENDATIONS

That Portfolio Holder grants approval to the proposed transfer of the
land for social housing subjectto one of the options propaosed.
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